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S-5059. 2

SUBSTI TUTE SENATE BI LL 6874

St ate of WAshi ngt on 590th Legislature 2006 Regul ar Session

By Senate Commttee on Ways & Means (originally sponsored by Senators
Doum t, Zarelli, Hargrove, Mrton, Sheldon and Rasnussen)

READ FI RST TI ME 02/ 17/ 06.

AN ACT Relating to tax incentives for persons who extract,
manuf acture, or process tinber and tinber products; anmending RCW
82.04. 230, 82.04.280, 82.04.280, and 82.04.440; anending 2003 ¢ 149 s
12 (uncodified); reenacting and anendi ng RCW 82. 04. 260; and provi di ng
an effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW82.04.260 and 2005 ¢ 513 s 2 and 2005 ¢ 443 s 4 are
each reenacted and anmended to read as foll ows:

(1) Upon every person engaging within this state in the business of
manuf act uri ng:

(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola into canola oil, canola neal, or canola byproducts,
or sunflower seeds into sunflower oil; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
flour, pear | barl ey, oi |, canola neal, or canola Dbyproduct
manuf actured, nmultiplied by the rate of 0.138 percent;

(b) Seafood products which remain in a raw, raw frozen, or raw
salted state at the conpletion of the manufacturing by that person; as
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to such persons the anount of tax with respect to such business shal
be equal to the value of the products manufactured, nultiplied by the
rate of 0.138 percent;

(c) Dairy products that as of Septenber 20, 2001, are identified in
21 CF.R, chapter 1, parts 131, 133, and 135, including byproducts
fromthe manufacturing of the dairy products such as whey and casei n;
or selling the sane to purchasers who transport in the ordinary course
of business the goods out of state; as to such persons the tax inposed
shal |l be equal to the value of the products manufactured nultiplied by
the rate of 0.138 percent. As proof of sale to a person who transports
in the ordinary course of business goods out of this state, the seller
shall annually provide a statenent in a form prescribed by the
departnment and retain the statenment as a busi ness record;

(d) Until July 1, 2009, al cohol fuel, biodiesel fuel, or biodiesel
feedstock, as those terns are defined in RCW 82.29A 135; as to such
persons the anpunt of tax with respect to the business shall be equa
to the value of alcohol fuel, biodiesel fuel, or biodiesel feedstock
manuf actured, nmultiplied by the rate of 0.138 percent; and

(e) Al cohol fuel or wood biomass fuel, as those terns are defined
in RCW82. 29A. 135; as to such persons the anpbunt of tax with respect to
the business shall be equal to the value of alcohol fuel or wood
bi omass fuel manufactured, nultiplied by the rate of 0.138 percent.

(2) Upon every person engaging within this state in the business of
splitting or processing dried peas; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
peas split or processed, nultiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the amount of tax with respect to such
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.484 percent.

(4) Upon every person engaging within this state in the business of
sl aughtering, breaking and/or processing perishable neat products
and/ or selling the sane at wholesale only and not at retail; as to such
persons the tax inposed shall be equal to the gross proceeds derived
fromsuch sales multiplied by the rate of 0.138 percent.

(5) Upon every person engaging within this state in the business of
acting as a travel agent or tour operator; as to such persons the
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anmount of the tax with respect to such activities shall be equal to the
gross incone derived from such activities nultiplied by the rate of
0. 275 percent.

(6) Upon every person engaging within this state in business as an
international steanship agent, international custons house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign commerce, and/or international air cargo agent; as to such
persons the anmobunt of the tax with respect to only international
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.275 percent.

(7) Upon every person engaging within this state in the busi ness of
stevedoring and associated activities pertinent to the novenent of
goods and conmmodities in waterborne interstate or foreign commerce; as
to such persons the anount of tax with respect to such business shal
be equal to the gross proceeds derived fromsuch activities multiplied
by the rate of 0.275 percent. Persons subject to taxation under this
subsection shall be exenpt from paynment of taxes inposed by chapter
82.16 RCWfor that portion of their business subject to taxation under
this subsection. St evedoring and associated activities pertinent to
the conduct of goods and commopdities in waterborne interstate or
foreign conmmerce are defined as all activities of a | abor, service or
transportation nature whereby cargo may be | oaded or unloaded to or
fromvessels or barges, passing over, onto or under a wharf, pier, or
simlar structure; cargo may be noved to a warehouse or simlar hol ding
or storage yard or area to await further novenent in inport or export
or may nove to a consolidation freight station and be stuffed,
unst uf f ed, containerized, separated or otherwise segregated or
aggregated for delivery or |loaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further novenent to export node; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not Iimted
to plugging and wunplugging refrigerator service to containers,
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trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

(8) Upon every person engaging within this state in the business of
di sposing of |lowlevel waste, as defined in RCWA43. 145.010; as to such
persons the anmount of the tax with respect to such business shall be
equal to the gross inconme of the business, excluding any fees inposed
under chapter 43.200 RCW multiplied by the rate of 3.3 percent.

If the gross incone of the taxpayer is attributable to activities
both within and without this state, the gross incone attributable to
this state shall be determined in accordance with the nethods of
apportionnment required under RCW 82. 04. 460.

(9) Upon every person engaging within this state as an insurance
agent, insurance broker, or insurance solicitor |icensed under chapter
48.17 RCW as to such persons, the amount of the tax with respect to
such licensed activities shall be equal to the gross inconme of such
business multiplied by the rate of 0.484 percent.

(10) Upon every person engaging within this state in business as a
hospital, as defined in chapter 70.41 RCW that is operated as a
nonprofit corporation or by the state or any of its political
subdi visions, as to such persons, the anmount of tax with respect to
such activities shall be equal to the gross incone of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter. The noneys coll ected under this subsection shal
be deposited in the health services account created under RCW
43. 72. 900.

(11)(a) Beginning October 1, 2005, wupon every person engaging
within this state in the business of nmanufacturing comerci al
ai rpl anes, or conponents of such airplanes, as to such persons the
anpunt of tax with respect to such business shall, in the case of
manuf acturers, be equal to the value of the product manufactured, or in
the case of processors for hire, be equal to the gross incone of the
business, multiplied by the rate of:

(i) 0.4235 percent from Cctober 1, 2005, through the later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
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date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(b) Begi nning Cctober 1, 2005, upon every person engaging wthin
this state in the business of making sales, at retail or whol esale, of
commerci al airplanes, or conponents of such airplanes, manufactured by
that person, as to such persons the anmount of tax with respect to such
busi ness shall be equal to the gross proceeds of sales of the airplanes
or conponents nultiplied by the rate of:

(1) 0.4235 percent from COctober 1, 2005, through the later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(c) For the purposes of this subsection (11), "conmerci al
ai rplane,"” "conponent," and "final assenbly of a superefficient
ai rpl ane" have the neani ngs given in RCW 82. 32. 550.

(d) In addition to all other requirenments under this title, a
person eligible for the tax rate under this subsection (11) nust report
as required under RCW 82. 32. 545.

(e) This subsection (11) does not apply after the earlier of: July
1, 2024; or Decenber 31, 2007, if assenbly of a superefficient airplane
does not begin by Decenber 31, 2007, as determ ned under RCW 82. 32. 550.

(12)(a) Until July 1, 2024, upon every person engaging within this
state in the business of extracting or extracting for hire tinber, or
manuf acturing or processing for hire tinber and tinber products into
wood products, and to sales by these persons of the tinber or wood
products at wholesale only and not at retail; as to such persons the
amount of the tax with respect to the business shall be equal to the
gross incone of the business or the value of the products, including
byproducts, extracted or manufactured, nmultiplied by the rate of 0.2904

percent .

(b) For purposes of this subsection, the followng definitions
appl y:

(i) "Tinber products" neans |ogs, wood chips, sawdust, wood waste,

or simlar product obtained wholly fromthe processi ng of tinber.
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(ii) "Wod products" includes pulp, paper, lunber, and engi neered
wood products such as particleboard, oriented strand board, nedium
density fiberboard, and pl ywood.

Sec. 2. RCWB82.04.230 and 1993 sp.s. ¢ 25 s 101 are each anended
to read as foll ows:

Upon every person engaging within this state in business as an
extractor, except persons taxable as an extractor under any other
provision in this chapter; as to such persons the anpunt of the tax
wWth respect to such business shall be equal to the value of the
products, including byproducts, extracted for sale or for comrercial or
industrial use, nultiplied by the rate of 0.484 percent.

The nmeasure of the tax is the value of the products, including
byproducts, so extracted, regardless of the place of sale or the fact
that deliveries may be nade to points outside the state.

Sec. 3. RCW82.04.280 and 2004 c 24 s 6 are each anended to read
as follows:

Upon every person engaging within this state in the business of:
(1) Printing, and of publishing newspapers, periodicals, or nagazines;
(2) building, repairing or inproving any street, place, road, highway,
easenent, right of way, mass public transportation term nal or parking
facility, bridge, tunnel, or trestle which is owed by a nunicipal
corporation or political subdivision of the state or by the United
States and which is used or to be used, primarily for foot or vehicular
traffic including nmass transportation vehicles of any kind and
including any readjustment, reconstruction or relocation of the
facilities of any public, private or cooperatively owned utility or
railroad in the course of such building, repairing or inproving, the
cost of which readjustnent, reconstruction, or relocation, is the
responsibility of the public authority whose street, place, road,
hi ghway, easenent, right of way, mass public transportation term nal or
parking facility, bridge, tunnel, or trestle is being built, repaired
or inproved; (3) extracting for hire or processing for hire, except
persons taxable as extractors for hire or processors for hire under
anot her section of this chapter; (4) operating a cold storage warehouse
or storage warehouse, but not including the rental of cold storage
| ockers; (5) representing and perform ng services for fire or casualty
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I nsurance conpani es as an i ndependent resident nanagi ng general agent
licensed under the provisions of RCW 48.05.310; (6) radio and
tel evision broadcasting, excluding network, national and regional
advertising conputed as a standard deduction based on the national
average thereof as annually reported by the Federal Conmunications
Comm ssion, or in lieu thereof by itemzation by the individual
broadcasting station, and excluding that portion of revenue represented
by the out-of-state audi ence conputed as a ratio to the station's total
audi ence as neasured by the 100 mcro-volt signal strength and delivery
by wire, if any; (7) engaging in activities which bring a person within
the definition of consuner contained in RCW 82.04.190(6); as to such
persons, the anmount of tax on such business shall be equal to the gross
i ncone of the business nmultiplied by the rate of 0.484 percent.

As used in this section, "cold storage warehouse" neans a storage
war ehouse used to store fresh and/or frozen perishable fruits or
veget abl es, neat, seafood, dairy products, or fow, or any conbi nation
thereof, at a desired tenperature to maintain the quality of the
product for orderly marketing.

As used in this section, "storage warehouse" neans a building or
structure, or any part thereof, in which goods, wares, or nerchandi se
are received for storage for conpensation, except field warehouses,
fruit warehouses, fruit packing plants, warehouses |icensed under
chapter 22.09 RCW public garages storing autonobiles, railroad freight
sheds, docks and wharves, and "self-storage" or "mni storage"
facilities whereby custoners have direct access to individual storage
areas by separate entrance. " St orage war ehouse" does not include a
buil ding or structure, or that part of such building or structure, in
whi ch an activity taxable under RCW 82.04. 272 is conduct ed.

As used in this section, "periodical or nmagazine" neans a printed
publication, other than a newspaper, issued regularly at stated
intervals at | east once every three nonths, including any suppl enent or
special edition of the publication.

Sec. 4. RCW82.04.280 and 2003 ¢ 149 s 4 are each anended to read
as follows:

Upon every person engaging within this state in the business of:
(1) Printing, and of publishing newspapers, periodicals, or nagazines;
(2) building, repairing or inproving any street, place, road, highway,
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easenent, right of way, mass public transportation term nal or parking
facility, bridge, tunnel, or trestle which is owed by a nunicipal
corporation or political subdivision of the state or by the United
States and which is used or to be used, primarily for foot or vehicular
traffic including mass transportation vehicles of any kind and
including any readjustnment, reconstruction or relocation of the
facilities of any public, private or cooperatively owned utility or
railroad in the course of such building, repairing or inproving, the
cost of which readjustnent, reconstruction, or relocation, is the
responsibility of the public authority whose street, place, road,
hi ghway, easenent, right of way, mass public transportation term nal or
parking facility, bridge, tunnel, or trestle is being built, repaired
or inproved; (3) extracting for hire or processing for hire, except
persons taxable as extractors for hire or processors for hire under
anot her section of this chapter; (4) operating a cold storage warehouse
or storage warehouse, but not including the rental of cold storage
| ockers; (5) representing and perform ng services for fire or casualty
I nsurance conpani es as an i ndependent resident nanagi ng general agent
licensed under the provisions of RCW 48.05.310; (6) radio and
tel evision broadcasting, excluding network, national and regional
advertising conputed as a standard deduction based on the national
average thereof as annually reported by the Federal Conmunications
Comm ssion, or in lieu thereof by itemzation by the individual
broadcasting station, and excluding that portion of revenue represented
by the out-of-state audi ence conputed as a ratio to the station's total
audi ence as neasured by the 100 mcro-volt signal strength and delivery
by wire, if any; (7) engaging in activities which bring a person within
the definition of consuner contained in RCW 82.04.190(6); as to such
persons, the amount of tax on such business shall be equal to the gross
i ncone of the business nmultiplied by the rate of 0.484 percent.

As used in this section, "cold storage warehouse" neans a storage
war ehouse used to store fresh and/or frozen perishable fruits or
veget abl es, neat, seafood, dairy products, or fow, or any conbi nation
thereof, at a desired tenperature to maintain the quality of the
product for orderly marketing.

As used in this section, "storage warehouse" neans a building or
structure, or any part thereof, in which goods, wares, or nerchandi se
are received for storage for conpensation, except field warehouses,
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fruit warehouses, fruit packing plants, warehouses |icensed under
chapter 22.09 RCW public garages storing autonobiles, railroad freight
sheds, docks and wharves, and "self-storage" or "mni storage"
facilities whereby custoners have direct access to individual storage
areas by separate entrance. " St orage war ehouse" does not include a
buil ding or structure, or that part of such building or structure, in
whi ch an activity taxable under RCW 82.04. 272 is conduct ed.

As used in this section, "periodical or nmagazine" neans a printed
publication, other than a newspaper, issued regularly at stated
intervals at | east once every three nonths, including any suppl enent or
special edition of the publication.

Sec. 5. RCW82.04.440 and 2005 ¢ 301 s 3 are each anended to read
as follows:

(1) Every person engaged in activities which are within the purview
of the provisions of tw or nore of sections RCW 82.04.230 to
82.04.298, inclusive, shall be taxable under each paragraph applicable
to the activities engaged in.

(2) Persons taxabl e under RCW 82.04.2909(2), 82.04.250, 82.04.270,
82.04.294(2), or 82.04.260 (4) ((e—%3))). (11), or (12) with respect
to selling products in this state shall be allowed a credit against
those taxes for any (a) manufacturing taxes paid with respect to the
manuf acturing of products so sold in this state, and/or (b) extracting
taxes paid with respect to the extracting of products so sold in this
state or ingredients of products so sold in this state. Extracting
taxes taken as credit under subsection (3) of this section nay al so be
taken wunder this subsection, if otherwise allowable wunder this
subsecti on. The anount of the credit shall not exceed the tax
l[iability arising under this chapter with respect to the sale of those
pr oduct s.

(3) Persons taxable as manufacturers under RCW 82.04.240 or
82.04.260 (1)(b) or (12) shall be allowed a credit against those taxes
for any extracting taxes paid wth respect to extracting the
i ngredients of the products so manufactured in this state. The anount
of the credit shall not exceed the tax liability arising under this
chapter with respect to the manufacturing of those products.

(4) Persons taxable under RCW 82.04. 230, 82.04.240, 82.04.2909(1),

82.04.294(1), or 82.04.260 (1), (2), (4), (({8}—er{13))) (11), or
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(12) with respect to extracting or manufacturing products in this state
shall be allowed a credit against those taxes for any (i) gross
recei pts taxes paid to another state with respect to the sales of the
products so extracted or manufactured in this state, (ii) manufacturing
taxes paid with respect to the manufacturing of products using
ingredients so extracted in this state, or (iii) manufacturing taxes
paid with respect to manufacturing activities conpleted in another
state for products so manufactured in this state. The anount of the
credit shall not exceed the tax liability arising under this chapter
wWth respect to the extraction or manufacturing of those products.

(5) For the purpose of this section:

(a) "Gross receipts tax" neans a tax:

(1) Wich is inposed on or neasured by the gross volune of
business, in ternms of gross receipts or in other terns, and in the
determ nation of which the deductions all owed would not constitute the
tax an incone tax or val ue added tax; and

(i) Wich is also not, pursuant to law or custom separately
stated fromthe sales price.

(b) "State" nmeans (i) the state of Washington, (ii) a state of the
United States other than Washington, or any political subdivision of
such other state, (iii) the District of Colunbia, and (iv) any foreign
country or political subdivision thereof.

(c) "Manufacturing tax" means a gross receipts tax inposed on the
act or privilege of engaging in business as a manufacturer, and
includes (i) the taxes inposed in RCW 82.04.240, 82.04.2909(1),
82.04.260 (1), (2), (4), ((ard<E3y)) (11), and (12), and 82.04.294(1);
and (ii) simlar gross receipts taxes paid to other states.

(d) "Extracting tax" means a gross receipts tax inposed on the act
or privilege of engaging in business as an extractor, and includes the
tax inposed on extractors in RCW 82.04.230 and 82.04.260(12) and
simlar gross receipts taxes paid to other states.

(e) "Business", "manufacturer", "extractor", and other ternms used
in this section have the neanings given in RCW 82.04.020 through
82.04. 212, notwithstanding the use of those terns in the context of
descri bing taxes inposed by ot her states.

Sec. 6. 2003 c¢ 149 s 12 (uncodified) is anmended to read as
fol | ows:
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(1)(a) This act ((+s)) and section 4, chapter . . ., Laws of 2006
(section 4 of this act) are contingent upon the siting and commerci al
operation of a significant sem conductor mcrochip fabrication facility
in the state of Washi ngton.

(b) For the purposes of this section:

(1) "Commercial operation" neans the sane as "commencenent of
comerci al production” as used in RCW 82. 08. 965.

(ii) "Sem conductor mcrochip fabrication" neans "manufacturing
sem conduct or m crochi ps" as defined in RCW 82. 04. 426.

(ti1) "Significant" nmeans the conbined i nvestnent of new buil di ngs
and new machi nery and equi pnent in the buildings, at the conmmencenent
of commercial production, will be at |east one billion dollars.

(2) This act takes effect the first day of the nonth in which a
contract for the construction of a significant sem conductor
fabrication facility is signed, as determned by the director of the
departnent of revenue.

(3)(a) The departnent of revenue shall provide notice of the
effective date of this act to affected taxpayers, the |legislature, and
ot hers as deened appropriate by the departnent.

(b) 1f, after making a determnation that a contract has been
signed and this act is effective, the departnent discovers that
comrencenent of commercial production did not take place within three
years of the date the contract was signed, the departnent shall make a
determ nation that this act is no |onger effective, and all taxes that
woul d have been otherw se due shall be deened deferred taxes and are
i mredi ately assessed and payable from any person reporting tax under
RCW 82. 04. 240(2) or claimng an exenption or credit under section 2 or
5 through 10 of this act. The departnent is not authorized to nake a
second determ nation regarding the effective date of this act.

NEW SECTION. Sec. 7. Sections 1 through 3 and 5 of this act take
effect July 1, 2006.

~-- END ---
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